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OATH OR AFFIRMATION -

|, Jacaob Silverman . . swear (or affirm} that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining 10 the finn of

Dutf & Phelps Securitiegs, LLC (the Company!} . as
of December 31 L2066 . arc true and correct, | further swear (or affirm) that

neither the company nor any partner, proprictor, principal officer or dircctor has any proprietary interest in any account

chussified solely as that of a customer, except us follows: A

Hene

EDWARD 5. FORMAN
NOTARY PUBLIC-STATE CF NEW YORK
No. 02F0&6125299 : -
Qualified in New York Counly
Commisslon Expires Aptil 11, 2009

Signature

1 hief Financial Officer

(’: /L /‘ /[,\__,/-——-\ | | Title

Notury Public : . - 3

.d/’““’

o

his report ** contains (cheek all applicable boxes):

(2) Facing Page.

(b)Y Statemenmt of Financial Condition.

(¢) Statement of income (Loss). . ;

(d) Sratement of Chunges in Financial Condition,

(e) Statement of Changes in Stockholders™ Fquity or Puriners” or Sole Proprictors’ Capital.

(f) Swutement of Changes in Liabilities Subordinated to Claims of Creditors,

(2} Compulation of Net Cupital, '

() Coinpulation for Determination of Reseive Requirements Pursuant to Rule 15¢3-3,

{i) Information Reiating 1o the Passession or Control Requirements Under Rule 15¢3-3,

(Y A Reconviliation, including appropriate eaplanation of the Computation of Net Cupital Under Rule 13¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

{k} A Reconciliation between the audited and unaudited Stmiemems of Finaneiut Condition with respect 1o methods of

0 DOERE0EEEHEE

consolidation. . ¢
{1} An Oath or Affirmution, = " ) -
O {m) A copy of the SIPC Supplementad Report., @
0

{n} Areportdeseribing any materizl inadequacics found to exist or found to have existed since the date of the previous audit.

**For conditions of condidentinad treatment of cortain portions of this filing, see secrion 240.17a-3¢¢j(3).




DUFF & PHELPS

FINANCIAL STATEMENTS

Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC)

For the Year Ended December 31, 2006
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Independent Auditors’ Report

Member
Duff & Phelps Securities, LLC:

We have audited the accompanying statement of financial condition of Duff & Phelps Securities, LLC (a
wholly owncd subsidiary of Duff & Phelps, LLC) as of December 31{ 2006, and the related statements of
income, changes in member’s capital, and cash flows for the year then ended that you are filing pursuant to
rule 17a-5 under the Securities Exchange Act of 1934, These financial statements are the responsibility of
the Company's managcment Our responsibility is to express an opmlon on these financial statements bascd
on our audit. :

We conducted our audit in accordance with auditing standards generzlly accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement. An audit includes consideration of

internal control over financial reporting as a basis for designing audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's

internal control over financial reporting. Accordingly, we express no such opinion. An audit includes,

examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An

audit also includes assessing the accounting principles used and significant cstimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audit .
provides a reasonable basis for our opinion.

In' our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Duff & Phelps Securities, LLC as of December 31, 2006, and the results of its
operations and its.cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an oplmon on the basic financial statements taken as a
whole. The information contained in Schedules 1, II, and IH is prcscntcd for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly suated in all.
material respccts in relation to the basic financial statements taken as a whole,

KPMe P

March 1, 2007
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Duff & Phelps Securities, LLC
{a wholly owned subsidiary of Duff & Phelps, LLC)
’ Statement of Income

Year ended December 31, 2006

Advisory fees $ 24,254,108
Expenses:
. Allocated expenses from E’arent Company ) _ 17,625,009

Net income o $ 6,629,099

See accompanying notes to the financial st atements.




Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC)
Statement of Financial Condition

December 31, 2006

Assets ' _ .. , .
Cash o o : $ 1,371,535
Accounts receivable 100,000
Amount due from Parent Company ‘ 7,713,454
Total assets ‘ ' $ 9,184,989
-Liabilities and Member’s Capital _ .
Liabilities-deferred revenue ‘ 3 384,848
Member's capital ‘ 8,800,141
Total liabilities and member’s capital 3 9,184,989

See accompanying notes to the financial statements.




Duff & Phelps Securities, LLC
{a wholly owned subsidiary of Duff & Phelps, LLC)
Statement of Cash Flows

Year ended December 31, 2006

Cash flows from operating activities
Netincome . ’ _
Adjustments to reconcile net income to net cash used in operating activities:
increase in amount due from Parent Company
Decrease in accounts receivable
Decrease in deferred revenue
Net cash used in operating activities

Cash flows from financing activities
Contributien from Parent Company
Net cash provided by'ﬁnancing activities
Net increase in cash
‘Cash, beginning of year
Cash, end of year ' L

See accompanying notes to the financial st atements.

s

%

6,629,099
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(730,572)

(611)

500,000

500,000

499,389
872,146

1,371,535




Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC)
Statement of Changes in Member’s Capital

' Year ended December 31, 2006

. Total
Member’s Undistributed Member's
Investment __earnings Capital
" Balance as of January 1, 2006 $ 640,502 $ 1,030,540 . % 1,671,042
Contribution from Parent Company - 500,000 - 500,000
Net income = - " 6,629,099 6,629,099
$ 8,800,141

Balance as of December 31,2006 $ 1,140,502 $ © 7,659,639

- See accompanying notes to the financial st atements.




Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC

" Notes to Financial Statements
December 31, 2006

Note 1. Nature of Business and Ownership

Duff & Phelps Securities, LLC (the Company) is a Delaware limited liability company formed on
June 24, 1997. The term of the LLC is fifty years, expiring on July 1, 2047. The Company is
registered as a broker with the Securities and Exchange Commission (SEC) and is a member of -
the National Asscciation of Securities Dealers, Inc. its customers are located throughout the
United States. The Company is a wholly owned subsidiary of Duff & Phelps, LLC (the Parent
Company or Member.) . '

The Company operates under the provision of paragraph (k)2)(i) of Rule 15¢3-3 of the SEC
and, accordingly is exempt from the remaining provisions of that rule. The Company carries no
margin accounts and does not otherwise hold funds or securities for customers. Accordingly,
the Company has not executed any transactions on behalf of its customers during the year.
The Company performs private placement of debt and equity securities and merger and
acquisition and financial advisory services. |

Note 2. Summary of Significant Accounting Policies
Basis of Financial Statement Presentation

The accounting and reporting policies of the Company conform to accounting principles
generally accepted in the United States of America and general practices in the broker-dealer
industry.

Revenue and Expense Recognition

The Company uses the accrual basis of accounting wherein revenues are recognized when
earned, which is generally on a success-fee basis on private placement and merger and
acquisition advisory transactions. Retainer fees are recognized as advisory fee income over the
period in which the related service is rendered. Unrecognized retainer fees represent deferred
revenue. Expenses reimbursed by clients are recorded as revenue when reimbursement is .
received from the client. The related expenses are recognized when an obligati on is incurred.

—

Use of Estimateé

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management o make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.




Persanal Assets and Liabilities

The financial statements of the Company do not include the assets and liabil ities of the Member,
including its obligation for income taxes on its distributive shares of the net income of the
Company or its rights to tax refunds on its share of the Company s _net loss, nor any provision
for income tax expenses or benefits.

Furniture, Fixtures, and Equipment

‘The Company has recorded allocated expenses that cover use of office space, furiture, and '
equipment and, therefore, these items are carried on the books of the Parent Company.

Income Taxes

The Company’s policy is to comply with the requirements of the Internal Revenue Code that are
applicable to limited liability companies, which allows for complete pass-through of taxable
income to its Member. Therefore, no federal or state income tax provision is required in the
Company’s financial statements. S '

- Limited Liability - L ' .

S .
_Except as otherwise provided by the Limited Liability Company Act, the debts, obligations, and
liabilities of the Company, whether arising in contracts, tort or otherwise, shall be solely the
debts, obligations, and liabilities of the Company, and the Member shall not be obligated
personally for any such debt obligation, or liability of the Company solely by reason of being a
member of the Company.

"Accounts Receivable

The Company carries it accounts receivable at cost less an allowance for doubtful accounts

which is based on specific identification. All amounts are considered collectlble as of December
31, 2006.

Note 3. Allocation of Expenses from Parent Company

The Parent Company is the sole member of the Company. The Company entered into an
agreement to pay the Parent Company its allocable share of expenses and costs incurred by
the Parent Company. This agreement was amended effective July 1, 2006 to reftect the change
in the nature of the business as a result of the merging and expansion of the shared services
functions within the broad Duff & Phelps organization. The nature of the allocation is based on
the headcount of the Company, whereby shared management expenses, as outlined in the
agreement, are recognized on the books of the Cormpany. These expenses are paid by the
Parent Company and are deemed to be consumed by the broad Duff & Phelps organization.
These expenses-include, but are not limited to, shared services, such as legal expenses,
recruiting, training, and marketing. The agreement is in accordance with NASD Notes to
Members Number 03-63 and provides an expense allocation methodology and an agreement
from the Member that the Company shall not have net capital of not less than 125% of the
minimum net capital required.



The accompanying financial statements have been prepared from separate records maintained
by the Company, which may not necessarily be indicative of the financial condition or the results
of operations that would have existed if the Company had been operated as an unaffiliated
company. '

Note 4. Net Capita't‘Requirements

The Company is subject to the SEC uniform net capital rule (Rule 15¢3-1), which requires the
maintenance of a minimum amount of net capital and requires that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15-to-1. Rule 15¢3-1 also
provides that equity capital may not be withdrawn or cash dividends paid if the resultmg net
capital ratio would exceed 10-to-1. At December 31, 2006, the Company reported net capital of
$986,687, which is $981,687 in excess of its net capital requirement of .$5,000. The Company -
had no aggregate indebtedness at December 31, 2006.

W

Note 5. Contingent:ies

Management of the Company believes there is no pendlng or threatened I|t|gat|on that will result
in any material adverse effect on the:Company's f‘nanc:at condition as of December 31, 2006 :
The Company’s assets have been pledged as collateral |n c:onjunctlon wnth the Parent
Company's Credit Agreement as amended



Duff & Phelps Securities, LLC -
{a wholly owned subsidiary of Duff & Phelps, LLC)

Schedule 1
. Computation of Net C apital Under Rule 15¢3-1

Déecember 31, 2006

Aggregate indebtedness ' $ -
Net capital: : '
Members’ capital . : : 8,800,141
Deductions (7,813,454)
Net Capital S | 986,687
Minimum required net capital . _ 5,000
Excess net capital $ 981,687
}
Percentage of aggregate indebtedness to net capital , . -%

There is not a material difference between the Company's computations of aggregate

indebtedness and net capital as reported by the Company in Part il A on Form X-17A-5,
as of December 31, 2008, filed on January 26, 2007 and amended on March 1, 2007.

See accompanying independent aud itors' report.



Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC)

. Schedule 2

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31,-2006

The Company is exempt from the provisions of Rule 15c3-3 as of December 31, 2006,
under the Securities and Exchange Act of 1934, in that the Company's activities are
limited to those set forth in the condition for exemption appearing in paragraph (k)(2)(i) of
the rule. - ’

See accompanying independent aud itors’ report.



Duff & Phelps Securities, LLC
(a wholly owned subsidiary of Duff & Phelps, LLC)

Schedule 3

information Relating to Poss ession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2006

S

The Company is exempt from the possession or control requirements under Rule 15¢3-3
of the Securities and Exchange Commission.

See accompanying independent aud itors’ report.
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Indépendent Anuditors’ Report

Member
Duff & Phelps Securities, LLC:

In planning and performing our audit of the financial statements and supplemental schedules of Duff &
Phelps Securities, LLC (the Company), as of and for the year ended December 31, 2006, in accordance
with auditing standards gencrally accepted in the United States of America, we considered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures .
for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the cffectiveness of the Company's intemnal control. Accordmg]y, we do not express an "
opinion on the effectiveness of the Company s internal control,

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggregate indebtedness’and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the pracnces
and procedures followed by the Company in any of the following: .

1. Making quarterly securities examinations, counts, vcnﬁcauons, and comparisons and recordation of
- differences required by rule 17a-13

-2. Complying with the requirements for prompt payment for securities under Section & of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the -SEC's above-mentioned.objectives. Two of the
objectives of internal coatrol and the practices-and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safegnarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
. management's authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional ob]ecuves of the
practlccs and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control and the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periads is
. subject to the risk that thcy may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A control dcﬁcicncy exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or-detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity's financial statements that is more than inconsequential will not
be prevented or detected by the entity’s internal control. '

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the t' nancial statements will not be prevented
or dctccted by the entity's internal control.

‘.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencics in internal control that might be material
weaknesses. We did not identify any deficiencies in internal contro! and control activities for safeguarding
securities that we consider to be material weaknesses, as defined above. '

We undcrstand that practices and- procedures that accorfiplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordauce with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company's practices and procedures, as
described in the second paragraph of this report, were adequate at December 31, 2006, to mcet the SEC's
objectives.

This report is intended solely for the information and use of the Company’s Member, Board of Directors,
management, the SEC, and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

KPMme P

March 1, 2007




